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UNITED STATES DISTRICT COURT 
CENTRAL DISTRICT OF CALIFORNIA 

FEDERAL TRADE COMMISSION, I CV 04-10560-GPS (CWx) 

Plaintiff, 

SAGEE U.S.A. GROUP, INC., 
a Califomia Co oration;
SAGEE U.S.A.%ROUP, INC., 
a Nevada Corporation; 
XIAO HUA LI individual1 and 
as an officer of'sagee u . s .~ .Group, Inc.,
a California Corporation; 

Defendants. 

MODIFIED STIPULATED 
FINAL JUDGMENT AND 
ORDER FOR 
PERMANENT 
INJUNCTION AND 
MONETARY RELIEF 

mailto:bchun@ftc.gov


Plaintiff, the Federal Trade Commission ("Commission" or "FTC") has filed 

a Noticed, Ex Parte Application for a Temporary Restraining Order and Orders to 

Show Cause Why a Preliminary Injunction Should Not Issue and Why Defendants 

Should Not Be Held in Contempt ("Application for Orders to Show Cause") for 

violating the Stipulated Final Judgment and Order for Permanent Injunction and 

Monetary Relief entered by t h s  Court on January 14,2005 ("Stipulated Final 

Judgment"). The Stipulated Final Judgment resolved the Commission's 

Complaint for Permanent Injunction and Other Equitable Relief ("Complaint") 

against Defendants. 

The Commission and Defendants have stipulated to the entry of this 

Modified Stipulated Final Judgment and Order for Permanent Injunction and 

Monetary Relief ("Modified Order") in settlement of the Commission's 

Application for Orders to Show Cause. The Court, being advised in the premises, 

finds: 

FINDINGS 

1. 	 This Court has jurisdiction over the subject matter of this case and 

jurisdiction over all parties. 

2. 	 Venue in the Central District of California is proper. 

3. 	 The Complaint states a claim upon which relief can be granted, and the 

Commission has the authority to seek the relief it has requested. 

4. 	 The acts and practices of Defendants were and are in or affecting commerce, 

as defined in Section 4 of the FTC Act, 15 U.S.C. fj44. 

5. 	 Defendants agree to t h s  Modified Order without any fmding by the Court 

on the proposed contempt action. 

6. 	 Defendants waive all rights to seek judicial review or otherwise challenge or 
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contest the validity of this Modified Order. Defendants also waive any 

claim that they may have held under the Equal Access to Justice Act, 28 

U.S.C. fj  2412, concerning the prosecution of this action to the date of this 

Modified Order. 

Each party shall bear its own costs and attorneys' fees. 

Entry of this Modified Order is in the public interest. 

This Modified Order resolves only claims against the named Defendants 

and does not preclude the Commission from initiating further action or 

seehng any remedy against any other persons or entities, including but not 

limited to persons or entities who may be subject to portions of this 

Modified Order by virtue of actions taken in concert or participation with 

Defendants, and persons or entities in any type of indemnification or 

contractual relationship with Defendants. 

DEFINITIONS 

For purposes of this Modified Order, the following definitions shall apply: 

"Commerce" means "commerce" as defined in Section 4 of the FTC Act, 15 

U.S.C. fj  44. 


"Competent and reliable scientific evidence" means tests, analyses, 


research, studies, or other evidence based on the expertise of professionals 


in the relevant area, that has been conducted and evaluated in an objective 


manner by persons qualified to do so, using procedures generally accepted 


in the profession to yield accurate and reliable results. 


"Covered product" means any dietary supplement, food, drug, device, or 


service. 
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4, 	 ctDefendants"means: 

a. Sagee U.S.A. Gmup, Inc., a California Corporation C'Sagee"), its 

divisions and subsidiaries,its successors and a s s i p ;  and 

b. Xiao Hua Li, individually and in?hiscapacity as anofficer of Sagee. 

5. 	 'l)istributor" means any purchaser or other transferee of my covered 

product who acquires such from anyDefendant for resale, with or 

without valuable consideration, or any person or entity that offers or sells, 

or has offered or sold suchproduct to other sellers or to cansxiners, 

including but not limited to individuals, retail stores, or catdogs, 

"Endorsement" shall have the same definition as in 16 C.F.R. $255,O(b). 

7. r"'Food"' and"drug"mean as "food" and "drug" are defined in Section 15 of 

the FTC Act, 15 U.S.C. $ 55. 

8, "Including" inthis Modified Order means LCwith~utlimitation." 

9. 	 "Moniuordislributoxs' advdsing and promtional. activities"meam 

develop and Mlow w.itt:enprocedures that are reasonably designed to 

ensure distributors' compliancewith this Modified Order. Such procedures 

includebut are not limited to the regnlax review of all.advertisingand 

prmotiona1, activities of all di.stributors. 

9, 	 The tei~ns"an#? and "or" in.this Modified Order shall be construed 
. , 

conjunctively or disjunctively as necessary, to make the applicablephrase or 

,sentenceinclusive rather than exclusive. 

QRDER 

I. 	 EFE'ECT ON STIPULATED FINAL JUDGMENT 

IT IS ORDERED that the Stipulated Final Judgment i s  hereby suqerceded 

by this ~ o d i g e dOrder. 
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11. BAN ON DISEASE CLAIMS 

IT IS FURTHER ORDERED that Defendants, directly or through any 

corporation, subsidiary, division, trade name, or other device, are hereby 

permanently restrained and enjoined from making any representation, expressly or 

by implication, including but not limited to through the use of endorsements, that a 

covered product can prevent, mitigate, treat, or cure any disease. Nothing in t h s  

Modified Order shall be read as an exception to this Section. 

111. PROHIBITED UNSUBSTANTIATED CLAIMS 

IT IS FURTHER ORDERED that Defendants, directly or through any 

corporation, subsidiary, division, trade name, or other device, and their officers, 

agents, servants, representatives, employees, and all persons or entities in active 

concert or participation with them who receive actual notice of this Modified 

Order, by personal service or otherwise, in connection with the manufacturing, 

labeling, advertising, promotion, offering for sale, sale, or distribution of any 

covered product, are hereby permanently restrained and enjoined from making any 

represent at ion, in any manner, expressly or by implication, including through the 

use of endorsements, about the health benefits, performance, or efficacy of such 

product, unless, at the time the representation is made, Defendants possess and 

rely upon competent and reliable scientific evidence that substantiates the 

representation. 

IV. PROHIBITED CLINICAL STUDIES CLAIMS 

IT IS FURTHER ORDERED that Defendants, directly or through any 

corporation, subsidiary, division, trade name, or other device, and their officers, 

agents, servants, representatives, employees, and all persons or entities in active 
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concert or participation with themwho receiire actual notice of tbs Modified 

2 : Order, by personal sewice or othel'wise, in connection with them d a c ~ r i n g ,  
I 

3 labeling, advertising,promotion, offeriag for sale, sale, or distribution o f  any 

4 coveredproduct, are hereby permanently restrained and enjoined &om 

5 : misrep*esenting,in any manner, expressly or by implication, including throughthe 

6 ' use of endorsements, the existence,contents, v&&ty; resul@,colzchsio'qs,or 

7 .H intelywetations of any test, study, or research, 	 I 
8 : 

9 .  V. MONETARY JUDGMENT AND C O N S W R  REDRESS 

10 IT  'IS PURm3ER OEXU3RI3I)that: 

A. 	 Judgment is hereby atmed against Defendants, jointly and severally, 

in the amount of ONEWLI:ON THREE RWDRED EIGHTY-

THREE THOUSAND POURHTJNDRED TWENTY THREE 

DOLLARS ($1,3 83,423.00), leas the TEN THOUSAND DOLLARS 

($10,000.00) Defendants paid the Commission in 2005 by wif 
transfer after entry of the ~ ~ ~ 3 a t e dFinal Judgment; provided,16 1 

17 : however, that this judgment is suspend.edas long as the Court makes 

18 1 no finding, as provided in Section VI of this Modified Order, that any 

19 ;I1 Defendant materially misrepresented or omitted the nature, existence, 1 
or vahe of any asset. 

.B, 	Inaddition, Defendants are ordered to gay TEN 

T H R F E ~ R E D ~ ~ S T X D O L L A 3 R S ( $ I O . ,  

payment must be mide to the Cornmission, withh five (5 )  days of 
I 

entry o f  this Modified Order, pursuant to ins~ct ionsprovided by the 

Comnission. Defendants have represented ina sworn statqment 

that this mount is the total amount of revenues, 

I 

I 
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including shipping and handling fees, derived fiom their sale of Dia- 

Cope, worldwide ("total Dia-Cope revenue"). If the Commission 

demonstrates to the Court that the sworn statement does not 

accurately account for their total Dia-Cope revenue, Defendants shall 

pay the Commission an amount reflecting any additional Dia-Cope 

revenue. 

All funds paid pursuant to Sections V and VI shall be deposited into a 

fund administered by the Commission or its agent to be used for 

equitable relief, including but not limited to consumer redress and any 

attendant expenses for the administration of any redress fund. In the 

event that direct redress to consumers is wholly or partially 

impracticable or funds remain after redress is completed, the 

Commission may apply any remaining funds for such other equitable 

relief (including consumer information remedies) as it determines to 

be reasonably related to Defendants' practices alleged in the 

complaint. Any funds not used for such equitable relief shall be 

deposited to the United States Treasury as equitable disgorgement. 

Defendants shall have no right to challenge the Commission's choice 

of remedies or the manner of distribution. 

Defendants acknowledge and agree that all money paid pursuant to 

this Modified Order is irrevocably paid to the Commission for 

purposes of settlement between the parties, and Defendants relinquish 

all rights, title, and interest to such money. Defendants shall make no 

claim or demand for return of the funds, directly or indirectly, through 

counsel or otherwise, and in the event of bankruptcy of any 

Defendant, such Defendant acknowledges that the b d s  are not part 



of the debtor's estate, nor does the estate have any claim or interest 

therein. 

E. 	 Defendants are hereby required, in accordance with 31 U.S .C. 5 770 1, 

to furnish to the Commission their respective taxpayer identifying 

numbers (social security numbers or employer identification 

numbers), which will be used for purposes of collecting and reporting 

on any delinquent amount arising out of such Defendant's 

relationship with the government. 

F. 	 Defendants waive any right to contest any of the allegations in the 

Complaint or Application for Orders to Show Cause in any 

subsequent litigation to collect amounts due pursuant to this Modified 

Order, including but not limited to a nondischargeability complaint in 

any banlmptcy proceeding. 

G. 	 The judgment entered pursuant to this Section is equitable monetary 

relief, solely remedial in nature, and not a fine, penalty, punitive 

assessment, or forfeiture. 

VI. 	RIGHT TO REOPEN 

IT IS FURTHER ORDERED that: 

A. 	 The Commission's agreement to this Modified Order is expressly 

premised on the truthfulness, accuracy, and completeness of the 

sworn statements Defendants submitted to the Commission after entry 

of the Stipulated Final Judgment reaffirming the truthfulness, 

accuracy, and completeness of the financial statements Defendants 

provided to the FTC on approximately January 20,2004; March 20, 

2004; July 1,2004; and August 6,2004. If, upon motion by the 



Commission, the Court finds that such financial statements contain 

any material misrepresentation or omission, the suspended judgment 

entered in Paragraph A of Section V of this Modified Order shall 

become immediately due and payable, and interest computed at the 

rate prescribed under 28 U.S.C. 5 1961, as amended, shall 

immediately begin to accrue on the unpaid balance; provided, 

however, that in all other respects this Modified Order shall remain in 

full force and effect unless otherwise ordered by the Court. 

B. 	 Any proceedings instituted under this Section shall be in addition to, 

and not in lieu of, any other civil or criminal remedies as may be 

provided by law, including but not limited to contempt proceedings or 

any other proceedings that the Commission or the United States may 

initiate to enforce this Modified Order. For purposes of this Section, 

Defendants waive any right to contest any of the allegations in the 

Complaint or Application for Orders to Show Cause. 

VII. 	 MONITORING DISTRIBUTORS 

IT IS FURTHER ORDERED that: 

A. 	 Defendants shall not disseminate to any distributor any advertisement 

containing any representations prohibited by this Modified Order. 

B. 	 Defendants shall not, directly or indirectly, authorize or encourage 

any distributor to make any representations prohibited under this 

Modified Order. 

C. 	 Withn thirty (30) days after the date of entry of this Modified Order, 

Defendant Sagee shall send by first class mail, postage prepaid, a 

copy of the notice attached hereto as Attachment A to each 
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distributor, to the extent that such distributor is known to said 

Defendant through a diligent search of its records, including but not 

limited to computer files, sales records, and inventory lists. The 

mailing shall not include any other documents. The costs of t h s  

mailing shall be borne by Defendants. Withn five (5) days after the 

date this mailing is completed, Defendant Sagee shall provide to the 

Commission a list of all persons to whom Attachment A was sent, 

together with the addresses to which it was mailed. 

D. 	 For a period of one (1) year following the date of entry of this 

Modified Order, Defendant Sagee shall send by first class mail, 

postage prepaid, a copy of the notice attached hereto as Attachment A 

to each distributor with whom said Defendant begins doing business 

after the date of entry of this Modified Order. Said Defendant shall 

send such notice prior to any sale or distribution of any covered 

product to said distributor. The mailing shall not include any other 

documents. The costs of this mailing shall be borne by Defendants. 

E. 	 Defendant Sagee shall secure from each distributor to whom a notice 

is sent pursuant to Paragraphs C or D a signed and dated statement 

acknowledging receipt of such and, as to any distributor who has not 

provided such a statement, shall not sell or distribute any covered 

product to any such distributor, or accept any orders for any covered 

product submitted by or on behalf of any such distributor. A form 

acknowledgment may be included in the mailings described in 

Paragraphs C and D. 

F. 	 Defendant Sagee shall monitor distributors ' advertising and 

promotional activities, including representations made verbally or 



through electronic corntnunications. In the event that Defendant 

Sagee receives any information that, subsequent to receipt of 

Attachment A pursuant to Paragraphs C or D, any distributor is using 

or disseminating any advertisement or promotional material or 

making any verbal statement that contains any representation 

prohibited by this Modified Order, Defendant Sagee shall 

immediately terminate said distributor's right to market Defendants' 

products and shall immediately notify the Commission, by certified 

mail, of all relevant information, including name, address, and 

telephone number of the company or individual making such 

representations. With respect to any distributor whose right to market 

has been terminated pursuant to the terms of this Paragraph, 

Defendants shall not sell or distribute any covered product to any 

such distributor, or accept any orders for any covered product 

submitted by or on behalf of any such distributor. 

G. 	 Defendant Sagee shall require distributors to submit to it all 

advertising and promotional materials and claims for any covered 

product for approval prior to their dissemination and publication. 

Defendant Sagee shall not authorize distributors to disseminate these 

materials and claims unless such materials and claims are in 

compliance with this Modified Order. 

VIII. 	COMPLIANCE MONITORING 

IT IS FURTHER ORDERED that, for the purpose of monitoring and 

investigating compliance with any provision of this Modified Order, 

A. 	 Within ten (10) days of receipt of written notice from a representative 
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Defendants each shall submit additional 

sworn to under penalty of perjur)r, produceac 

documents for inspection and copying; appear for deposition; and/or 

provide entty duringnormal business h o w  to any business location 

insuch Defendant's possession or dircct or indirect control to inspect 

the business operatioq 

B. 	Ina d d i t i ~the Commission i s  authorized to monitor compliance and 

investigate mtters relating to any pmvision of this Modified Order 

by all other lawful means, including but not limited to the following: 

1. 	 obtaining discovery fiom anyperson, without fhther leave of 

court, using the procedures prescribed by Fed. R Civ. P. 30, 

31,33,34,36, and ?5; suzd 

2. 	 posing as consunks and suppliers to Defendants, their 

employc;cs, any other entity managed or controlled inwhole orI 
.inpart by .Defendants, or the ~rnployeesof such entity, without 

the necessity of identificationor prior notice. 

C. 	 ~efendaktsshaU permit representatives of the Commission to 

interview .anyap10yer, c~nsultant,independent c~ntractor, 
representative, ageat, ororemployee who h& agreed to such an 

interview,relating in my way to any canduct subject to this Modified 

,Orcler. The person interviewed may have counsel present. 

Provided, however, that nothing in this.ModifiedOrder shall limit the 

Commission's Iavdbl use of compdsoly prwess, pursumt to Sections 9 and 20,of 

theFTC Act, 15 U.S.C. 85 49 i d57b-1, to obtain any documentary material, 

tangible things, testimony, or hfoqationrelevant to &a& or deceptive acts or 

practices in.maffecting commerce (witbin the meaning of  15 U.S.C. 9 45(a)[ 1)). 

, 

I 


I 


1 

' I 



IX. 	 COMPLIANCE REPORTING BY DEFENDANTS 

IT IS FURTHER ORDERED that, in order that compliance with the 

provisions of this Modified Order may be monitored: 

A. 	 For a period of five (5) years from the date of entry of this Modified 

Order, 

1. 	 Xiao Hua Li shall notify the Commission of the following: 

a. 	 Any changes in his residence, mailing addresses, and 

telephone numbers, withn ten (10) days of the date of 

such change; 

b. 	 Any changes in his employment status (including self- 

employment) of and any change in his ownership in any 

business entity within ten (19) days of the date of such 

change. Such notice shall include the name and address 

of each business that Defendant Xiao Hua Li is affiliated 

with, employed by, creates or forms, or performs services 

for; a statement of the nature of the business; and a 

statement of h s  duties and responsibilities in connection 

with the business or employment; and 

c. 	 Any changes in his name or use of any aliases or 

fictitious names within ten (10) days of the date of such 

change or use; and 

2. 	 Defendants shall notify the Commission of any changes in the 

corporate structure of Defendant Sagee or any business entity 

that Defendant Xiao Hua Li directly or indirectly controls or 

has an ownershp interest in, that may affect compliance 

obligations arising under t h s  Modified Order, including but 
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not limited to a dissolution, assignment, sale, merger, or other 

action that would result in the emergence of a successor entity; 

the creation or dissolution of a subsidiary, parent, or affiliate 

that engages in any acts or practices subject to this Modified 

Order; the filing of a bankruptcy petition; or a change in the 

corporate name or address, at least thirty (30) days prior to such 

change, provided that, with respect to any proposed change in 

the corporation about which the Defendants learn less than 

thirty (30) days prior to the date such action is to take place, 

Defendants shall notify the Commission as soon as is 

practicable after obtaining such knowledge. 

B. 	 Sixty (60) days after the date of entry of this Modified Order, 

Defendants each shall provide a true and accurate written report to the 

Commission, sworn to under penalty of perjury, setting forth in detail 

the manner and form in which they have complied and are complying 

with this Modified Order. Ths  report shall include, but not be 

limited to: 

1. 	 For Defendant Xiao Hua Li: 

a. 	 His then-current residence address, mailing addresses, 

and telephone numbers; 

b. 	 His then-current employment and business addresses and 

telephone numbers, a description of the business 

activities of each such employer or business, and the title 

and responsibilities of Xiao Hua Li for each such 

employer or business; and 

c. 	 Any other changes required to be reported under 
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Paragraph A of t h s  Section; and 

2. 	 For all Defendants: 

a. 	 A copy of each acknowledgment of receipt of t h ~ s  

Modified Order obtained pursuant to Section XII. 

b. 	 Any other changes required to be reported under 

Paragraph A of t h s  Section. 

C. 	 Sixty (60) days after the date of entry of this Modified Order, 

Defendants shall provide a copy of all written procedures developed 

and maintained pursuant to Paragraph F in Section VII. 

D. 	 For the purposes of this Modified Order, Defendants shall, unless 

otherwise directed by the Commission's authorized representatives, 

mail all written notifications to the Commission to: 

Associate Director 
Division of Enforcement 
Federal Trade Commission 
600 Pennsylvania Avenue 
Mail Drop NJ-2 122 
Washin ton, D.C. 20580 
Re: FT8v. Sagee U.S.A. Group, Inc. 

E. 	 For purposes of the compliance reporting and monitoring required by 

this Modified Order, the Commission is authorized to communicate 

directly with any Defendant. 

X. 	 RECORD KEEPING PROVISIONS 

IT IS FURTHER ORDERED that, for a period of eight (8) years fkom the 

date of entry of this Modified Order, in connection with any business involved in 

the advertising, marketing, promotion, offer for sale, distribution, or sale of any 

covered product, or any other health-related product, operated by any Defendant, 

or where any Defendant is a majority owner of the business or directly or 

~ 
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indirectly manages or controls such a business, Defendants and their agents, 

employees, officers, corporations, successors, and assigns, and those persons in 

active concert or participation with them who receive actual notice of t h s  

Modified Order by personal service or otherwise, are hereby restrained and 

enjoined fi-om failing to create and retain the following records: 

A. 	 Accounting records that reflect the cost of goods or services sold, 

revenues generated, and the disbursement of such revenues; 

B. 	 Personnel records accurately reflecting: the name, address, and 

telephone number of each person employed in any capacity by such 

business, including as an independent contractor; that person's job 

title or position; the date upon which the person commenced work; 

and the date and reason for the person's termination, if applicable; 

C. Customer files containing the names, addresses, phone numbers, 

dollar amounts paid, quantity of items or services purchased, and 

description of items or services purchased, to the extent such 

information is obtained in the ordinary course of business; 

D. 	 Complaints and refund requests (whether received directly, indirectly, 

or through any third party) and any responses to those complaints or 

requests; 

E. 	 Copies of all sales scripts, training materials, advertisements, or other 

marketing materials utilized in the advertising, marketing, promotion, 

offering for sale, distribution, or sale of any covered product; 

F. 	 All records and documents necessary to demonstrate full compliance 

with each provision of this Modified Order, including but not limited 

to copies of acknowledgments of receipt of this Modified Order 

required by Section XII, and all written procedures, reports, or lists 



submitted to the Commission pursuant to Sections VII, VIII, and IX; 

and 

All materials that were relied upon in making any representations 

contained in the materials identified in Paragraph X. E, including all 

documents evidencing or referring to the accuracy of any claim 

therein or to the efficacy of any covered product, including but not 

limited to all tests, reports, studies, demonstrations, or other evidence 

that confirm, contradict, qualify, or call into question the accuracy of 

any claim about a covered product or the efficacy of such covered 

product, including complaints and other communications with 

consumers or with governmental or consumer protection agencies. 

XI. 	 DISTRIBUTION OF MODIFIED ORDER BY DEFENDANTS 

IT IS FURTHER ORDERED that, for a period of five ( 5 )years from the 

date of entry of t h s  Modified Order, Defendants shall deliver copies of the 

Modified Order as directed below: 

A. 	 Defendant Sagee: Defendant Sagee must deliver a copy of this 

Modified Order to all of its principals, officers, directors, and 

managers. Defendant Sagee also must deliver a copy of this Modified 

Order to all of its employees, agents, and representatives who engage 

in conduct related to the subject matter of this Modified Order. For 

current personnel, delivery shall be within five ( 5 ) days of service of 

this Modified Order upon Defendants. For new personnel, delivery 

shall occur prior to them assuming their responsibilities. 

B. 	 Defendant Xiao Hua Li as Control Person: For any business that 

Xiao Hua Li controls, directly or indirectly, or in whch Defendant 
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Xiao Hua Li has a majority interest, Defendant Xiao Hua Li must 

deliver a copy of t h s  Modified Order to all principals, officers, 

directors, and managers of that business. Defendant Xiao Hua Li 

must also deliver a copy of this Modified Order to all employees, 

agents, and representatives of that business who engage in conduct 

related to the subject matter of this Modified Order. For current 

personnel, delivery shall be withn five (5) days of service of this 

Order upon Defendant Xiao Hua Li. For new personnel, delivery 

shall occur prior to them assuming their responsibilities. 

C. 	 Defendant Xiao Hua Li as employee or non-control person: For 

any business where Defendant Xiao Hua Li is not a controlling 

person of a business but otherwise engages in conduct related to the 

subject matter of this Order, Defendant Xiao Hua Li must deliver a 

copy of this Modified Order to all principals and managers of such 

business before engaging in such conduct. 

D. 	 All Defendants must secure a signed and dated statement 

acknowledging receipt of the Modified Order, within thirty (30) days 

of delivery, fiom all persons receiving a copy of the Modified Order 

pursuant to this Section. 

XII. 	 ACKNOWLEDGMENT OF RECEIPT OF MODIFIED ORDER BY 
DEFENDANTS 

IT IS FURTHER ORDERED that each Defendant, within five (5) business 

days of receipt of this Modified Order as entered by the Court, must submit to the 

Commission a tmthfbl sworn statement acknowledging receipt of this Modified 

Order. 
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ATTACHMENT A 

NOTICE TO DISTRIBUTORS 

[To be printed on Sagee U.S.A. Group, Inc.'s letterhead] 

[Name and address of recipient] [Date] 

Dear [Distributor's name]: 

On July -, 2006, Sagee U.S.A. Group, Inc. ("Sagee USA") and its Chief Executive 
Officer, Mr. Xiao Hua Li, entered into a settlement with the Federal Trade Commission ("FTC") 
prohbiting certain advertising claims for covered products, which include dietary supplements 
such as Sagee and Dia-Cope, as well as foods, drugs, devices, or services. The agreement does 
not constitute an admission that Sagee USA or Mr. Li has violated any law. As part of the 
settlement, however, Sagee USA and Mr. Li have agreed to provide this letter to distributors of 
its products. 

In the FTC settlement agreement, Sagee USA and Mr. Li have agreed, among other 
things, not to: 

represent, expressly or by implication, that any covered product can prevent, mitigate, 
treat, or cure any disease; 

make any representation, expresslyor by implication, about the health benefits, 
performance, or efficacy of any covered product, unless Sagee USA and Mr. Li possess 
and rely upon competent and reliable scientific evidence1that substantiatesthe 
representation; and 

misrepresent the contents, validity, results, conclusions, or interpretations of any test or 
study. 

A copy of the settlement agreement is available fi-om Sagee USA upon request. 

Sincerely, 

[Name] 
[Position at Sagee U.S.A. Group, Inc.] 

1 "Competent and reliable scientific evidence" means tests, analyses, research, 
studies, or other evidence based on the expertise of professionals in the relevant area, that has 
been conducted and evaluated in an objective manner by persons qualified to do so, using 
procedures generally accepted in the profession to yield accurate and reliable results. Anecdotal 
evidence and consumer testimonials are not considered competent and reliable scientific 
evidence. 


